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Inkwanca Local Municipality 

ANNUAL FINANCIAL STATEMENTS 

for the year ended 30 June 2014 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 5 to 67, in terms of 
Section 126(1 ) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to 
Councillors for loss of office, if any, as disclosed in note 22 of these annual financial statements are within the upper limits of 
the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and the 
Minister of Provincial and Local Government’s determination in accordance with this Act. 


Municipal Manager: 
29 August 2014 
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Inkwanca Local Municipality 



STATEMENT OF FINANCIAL POSITION 


for the year ended 30 June 2014 






Restated 


Note 

2014 

2013 



R 

R 

ASSETS 




Current assets 




Cash and cash equivalents 

2 

147 199 

226 775 

Trade and other receivables from exchange transactions 

3 

2 073 067 

2 732 786 

Trade and other receivables from non-exchange transactions 

3 

1 409 810 

2 364 724 

Other receivables from non-exchange transactions 

3 

8 808 

8 808 

Inventories 

4 

15 165 

165 778 

VAT receivable 

5 

1 448 259 

613 184 

Non-current assets 




Property, plant and equipment 

6 

163 107 154 

163 435 770 

Investment property carried at cost 

7 

286 091 

293 196 

Total assets 


168 495 554 

169 841 022 

LIABILITIES 




Current liabilities 




Trade and other payables from exchange transactions 

8 

21 185 648 

17 943 470 

Consumer deposits 

9 

208 907 

192 216 

Current provisions 

10 

436 992 

462 426 

Current portion of unspent conditional grants and receipts 

11 

621 725 

0 

Current portion of finance lease liability 

12 

185 503 

83 218 

Non-current liabilities 




Non-current finance lease liability 

12 

278 429 

96 659 

Total liabilities 


22 917 206 

18 777 989 

Net assets 


145 578 348 

151 063 033 

NET ASSETS 




Accumulated surplus / (deficit) 


145 578 348 

151 063 033 

Total net assets 






145 578 348 

151 063 033 
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Inkwanca Local Municipality 


STATEMENT OF FINANCIAL PERFORMANCE 


for the year ended 30 June 2014 





Restated 


Note 

2014 

2013 



R 

R 

Revenue 




Revenue from Non-exchange Transactions 




Property rates 

14 

5 357 901 

4 881 197 

Fines 


32 716 

51 308 

Government grants and subsidies 

19 

39 531 267 

40 119 327 

Revenue from Exchange Transactions 




Service charges 

15 

13 654 432 

13 698 211 

Rental of facilities and equipment 

16 

171 903 

121 217 

Interest earned - external investments 

17 

178 

46 271 

Interest earned - outstanding receivables 

18 

1 733 048 

2 343 665 

Other income 

20 

2 087 017 

3 398 213 

Total revenue 


62 568 461 

64 659 410 

Expenses 




Employee related costs 

21 

18 261 556 

19 008 505 

Remuneration of councillors 

22 

2 007 533 

1 872 447 

Bad debts impairment 


7 306 303 

7 612 196 

Depreciation and amortisation expense 

23 

9 973 212 

9 977 809 

Repairs and maintenance 


2 102 336 

3 311 157 

Finance costs 

24 

216 542 

245 283 

Bulk purchases 

25 

5 745 766 

4 403 299 

Contracted services 

26 

34 183 

51 171 

General expenses 

28 

25 067 626 

10 772 314 

Total expenses 


70 715 057 

57 254 181 

Surplus / (deficit) for the period 


(8 146 596) 

7 405 229 
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Inkwanca Local Municipality 

STATEMENT OF CHANGES IN NET ASSETS 

for the year ended 30 June 2014 




Accumulated 

Surplus/(Deficit) 

Total: Net Assets 


Note 

R 

R 

Balance as previousley reported 


118 961 191 

118 961 191 

Prior period Adjustments 


(2 483 703) 

(2 483 703) 

Correction of capitalisation of assets 


34 591 653 

34 591 653 

Surplus / (deficit) for the period 


(8 199 019) 

(8 199 019) 

Uspent conditional grants that should have been surrendered 

38 

300 000 

300 000 

Surplus / (deficit) for the period 


7 405 229 

7 405 229 

Restated Balance at 30 June 2012 


150 575 351 

150 575 351 

Correction of prior period (PPE) 


216 589 

216 589 

Uspent conditional grants that should have been surrendered 

Surplus / (deficit) for the period 


147 513 

147 513 

Reversal of agancy transections-CHDM 


- 

- 

Correction of prior period (Lease) 


123 580 

123 580 

Balance at 30 June 2013 Restated 


151 063 033 

151 063 033 

Surplus / (deficit) for the period 


(8 146 596) 

(8 146 596) 

Correction of prior period (over-billing of water debtors) 

38 


- 

Uspent conditional grants that should have been surrendered 

38 


- 

Balance at 30 June 2014 


142 916 437 

142 916 437 
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Inkwanca Local Municipality 

CASH FLOW STATEMENT 

for the year ended 30 June 2014 



Note 

2014 

R 

2013 

R 

CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts 


57 662 721 

50 345 267 

Sales of goods and services 

Grants 

Interest received 

Other receipts 


13 337 355 

40 300 505 

1 733 226 

2 291 635 

9 517 766 

34 763 038 

2 389 936 

3 674 527 

Payments 

Employee costs 

Suppliers 

Interest paid 


(50 877 826) 

-20 269 089 

-30 392 195 

-216 542 

(37 289 885) 

(20 880 952) 
(16 163 650) 
(245 283) 

CASH GENERATED BY OPERATIONS 

29 

6 784 895 

13 055 382 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of fixed assets 


-7 001 013 

(12 806 206) 

Proceeds from sale of fixed assets 

Proceeds from sale of investments 

Other 




Net cash flows from investing activities 


(7 001 013) 

(12 806 206) 


CASH FLOWS FROM FINANCING ACTIVITIES 

Increase / (Decrease) borrowings and finance lease liability 284 055 (85 728) 

Net cash flows from financing activities 284 055 (85 728) 


Net increase / (decrease) in net cash and cash equivalents 67 937 163 448 

Net cash and cash equivalents at beginning of year 226 775 63 327 

Net cash and cash equivalents at end of year 30 294 7 1 2 226 775 

147 513 (0) 
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Inkwanca Local Municipality 

STATEMENT OF BUDGET COMPARISON AND ACTUAL AMOUNTS 

for the year ended 30 June 2014 

Budget on cash Basis 



Approved 

Adjustments 

Final 

Actual 

Difference 


Note 

Budget 

Budget 

Budget 

Amounts 

Final Budget 



R 

R 

R 

R 

R 

Revenue 







Revenue from Non-exchange Transactions 







Property rates 

14 

4 775 866 

5 330 1 50 

5 330 150 

5 357 901 

(27 751) 

Fines 


58 697 

58 697 

58 697 

32 716 

25 981 

Government grants and subsidies 

19 

39 555 1 1 7 

44 055 117 

44 055 117 

39 531 267 

4 523 850 

Revenue from Exchange Transactions 







Service charges 

15 

7 094 576 

13 784 473 

13 784 473 

13 654 432 

130 041 

Rental of facilities and equipment 

16 

173 666 

173 666 

173 666 

171 903 

1 763 

Interest earned - external investments 

17 


30 000 

30 000 

178 

29 822 

Interest earned - outstanding receivables 

18 

1 895 000 

1 895 000 

1 895 000 

1 733 048 

161 952 

Other income 

20 

860 894 

1 883 843 

1 883 843 

2 087 017 

(203 174) 

Total revenue 


54 413 816 

67 210 946 

67 210 946 

62 568 461 

4 642 485 

Expenses 







Employee related costs 

21 

21 672 097 

21 672 097 

21 672 097 

18 261 556 

3 410 541 

Remuneration of councillors 

22 

1 996 959 

1 996 959 

1 996 959 

2 007 533 

(10 574) 

Bad debts impairment 


4 704 486 

12 086 461 

12 086 461 

7 306 303 

4 780 158 

Depreciation and amortisation expense 

23 

1 983 754 

10 455 000 

10 455 000 

9 973 212 

481 788 

Repairs and maintenance 


3 867 951 

3 867 951 

3 867 951 

2 102 336 

1 765 615 

Finance costs 

24 




216 542 

(216 542) 

Bulk purchases 

25 

6 567 936 

5 800 000 

5 800 000 

5 745 766 

54 234 

Contracted services 

26 

127 234 

127 234 

127 234 

34 183 

93 051 

General expenses 

28 

8 337 476 

8 424 292 

8 424 292 

25 067 626 

(16 643 334) 

Total expenses 


49 257 893 

64 429 994 

64 429 994 

70 715 057 

(6 285 063) 








Surplus / (deficit) for the period 


5 155 923 

2 780 952 

2 780 952 

(8 146 596) 

10 927 548 









Inkwanca Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


l.l Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised Accounting Practice on 
a basis consistent with the prior year except for the following new standards and Interpretations as issued by the Accounting Standard Board: 

GRAP 25 Employee Benefits. 

IGRAP 16 Intangible Assets. 


1.2 New standards and interpretations 

Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the currentfinancial year and that are 
relevant to its operations 


Standard/ Interpretation: 


GRAP 25: Employee Benefits 


IGRAP 16: Intangible Assets 


Effective date: Expected impact: 

Years beginning on 
or 

after 


The major change is the accountiong 
treatment non-current benefits and 
1 -Jul-1 3 discounting using effectve rate 

The Major change is accounting of 
1 -Jul-1 3 Software and Websites costs 


1.3 Standards and interpretations issued, but not yet effective or relevent 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 


Standard: Effective date: Expected impact: 

Years beginning on 
or 

after 


GRAP 18: Segment Reporting 

1 -Jul-1 4 

No major impact expected 


GRAP 20: Related parties 

1 -Jul-14 

No major impact expected 


GRAP 105: Transfer of Functions between Entities under Common Control 

1 -Jul-1 4 

No impact 


GRAP 106: Transfer of Functions between Entities not under Common Control 

1 -Jul-1 4 

No impact 


GRAP 107: Mergers 

1 -Jul-14 

No impact 


GRAP 32: Services Concession Arrangements(Grantor) 

1 -Jul-14 

No impact 


GRAP 17: Services Concession Arrangements where Grantor Controls a 

Significant Residual Interest in an Asset 

1 -Jul-1 4 

No impact 


GRAP 108: Statutory Receivables 

1 -Jul-1 4 

No impact 




2014 

2013 



R 

R 

2 CASH AND CASH EQUIVALENTS 




Cash and cash equivalents consist of the following: 

Cash on hand 

Cash at bank 


147 199 

226 775 



147 199 

226 775 

No cash and cash equivalents (or portions thereof) was pledged as security for any financial liabilities. 



No restrictions exist with regard to the use of cash. 

No portion is past due or impaired. 




The Municipality has the following bank accounts: - 




Current Account (Other Account) 


Bank statements balances 




2014 

2013 

Standard Bank - Molteno Branch - Acc No 280 66 1061-Operating 


124 711 

164 895 

Standard Bank - Molteno Branch - Acc No 280 67 0893- Primary 

Standard Bank - Molteno Branch - Acc No 280 66 0332- Natis 


4 038 

19 624 

Standard Bank - Molteno Branch - Acc No 08 263 1808- Water servises 


3 605 

1 370 

Standard Bank - Molteno Branch - Acc No 38 857 4550- Fmg 


3911 

3 861 

Standard Bank - Molteno Branch - Acc No 38 857 4720- Msig 


8 746 

8 634 

Standard Bank - Molteno Branch - Acc No 38 850 0360- Mig 


2 189 

2 161 



147 199 

200 545 
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Inkwanca Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


l.l Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised Accounting Practice on 
a basis consistent with the prior year except for the following new standards and Interpretations as issued by the Accounting Standard Board: 

GRAP 25 Employee Benefits. 

IGRAP 16 Intangible Assets. 


1.2 New standards and interpretations 

Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the currentfinancial year and that are 
relevant to its operations 


Standard/ Interpretation: 


GRAP 25: Employee Benefits 


IGRAP 16: Intangible Assets 


Effective date: Expected impact: 

Years beginning on 
or 

after 


The major change is the accountiong 
treatment non-current benefits and 
1 -Jul-1 3 discounting using effectve rate 

The Major change is accounting of 
1 -Jul-1 3 Software and Websites costs 


1.3 Standards and interpretations issued, but not yet effective or relevent 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 


Standard: Effective date: Expected impact: 

Years beginning on 
or 

after 


GRAP 18: Segment Reporting 

1 -Jul-1 4 

No major impact expected 

GRAP 20: Related parties 

1 -Jul-1 4 

No major impact expected 

GRAP 105: Transfer of Functions between Entities under Common Control 

1 -Jul-1 4 

No impact 

GRAP 106: Transfer of Functions between Entities not under Common Control 

1 -Jul-1 4 

No impact 

GRAP 107: Mergers 

1 -Jul-14 

No impact 

GRAP 32: Services Concession Arrangements(Grantor) 

1 -Jul-14 

No impact 

GRAP 17: Services Concession Arrangements where Grantor Controls a 

Significant Residual Interest in an Asset 

1 -Jul-1 4 

No impact 

GRAP 108: Statutory Receivables 

1 -Jul-1 4 

No impact 


2014 2013 

R R 

Cash book balances 

2014 2013 

124 711 191 113 

4 038 19 624 

3 605 1 370 

3 911 3 864 

8 746 8 642 

2 189 2 163 




147 199 

226 775 

Cash on hand 




Total cash and cash equivalents 


147 199 

Provision for 

226 775 

: TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Gross Balances 

Doubtful Debts 

Net Balance 

Trade receivables 

R 

R 

R 

as at 30 June 2014 

Service debtors 

Electricity 

2 372 838 

(1 161 902) 

1 210 936 

Water 

1 1 739 797 

(11 475 834) 

263 963 

Sewerage 

17 925 465 

(17 441 769) 

483 696 

Refuse 

10 522 676 

(10 412 637) 

110 039 

Other 

218 168 

(213 735) 

4 433 

as at 30 June 2013 

42 778 944 

-18 704 

(40 705 877) 

2 073 067 

Service debtors 

Electricity 

1 771 277 

(747 844) 

1 023 433 

Water 

13 100 815 

(12 621 986) 

478 829 

Sewerage 

15 214 691 

(14 448 134) 

766 557 

Refuse 

8 764 868 

(8 457 833) 

307 035 

Other 

248 192 

(91 261) 

156 931 


39 099 844 

(36 367 058) 

2 732 786 


Current Account (Other Account) 


Standard Bank - Molteno Branch - 
Standard Bank - Molteno Branch - 
Standard Bank - Molteno Branch - 
Standard Bank - Molteno Branch - 
Standard Bank - Molteno Branch - 
Standard Bank - Molteno Branch - 
Standard Bank - Molteno Branch - 


Acc No 280 66 1061-Operating 

Acc No 280 67 0893- Primary 

Acc No 280 66 0332- Natis 

Acc No 08 263 1808- Water servises 

Acc No 38 857 4550- Fmg 

Acc No 38 857 4720- Msig 

Acc No 38 850 0360- Mig 
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Inkwanca Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


l.l Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised Accounting Practice on 
a basis consistent with the prior year except for the following new standards and Interpretations as issued by the Accounting Standard Board: 

GRAP 25 Employee Benefits. 

IGRAP 16 Intangible Assets. 


1.2 New standards and interpretations 

Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the currentfinancial year and that are 
relevant to its operations 


Standard/ Interpretation: 


GRAP 25: Employee Benefits 


IGRAP 16: Intangible Assets 


Effective date: Expected impact: 

Years beginning on 
or 

after 


The major change is the accountiong 
treatment non-current benefits and 
1 -Jul-1 3 discounting using effectve rate 

The Major change is accounting of 
1 -Jul-1 3 Software and Websites costs 


1.3 Standards and interpretations issued, but not yet effective or relevent 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 


Standard: Effective date: Expected impact: 

Years beginning on 
or 

after 


GRAP 18: Segment Reporting 

1 -Jul-1 4 

No major impact expected 

GRAP 20: Related parties 

1 -Jul-1 4 

No major impact expected 

GRAP 105: Transfer of Functions between Entities under Common Control 

1 -Jul-1 4 

No impact 

GRAP 106: Transfer of Functions between Entities not under Common Control 

1 -Jul-1 4 

No impact 

GRAP 107: Mergers 

1 -Jul-14 

No impact 

GRAP 32: Services Concession Arrangements(Grantor) 

1 -Jul-14 

No impact 

GRAP 17: Services Concession Arrangements where Grantor Controls a 

Significant Residual Interest in an Asset 

1 -Jul-1 4 

No impact 

GRAP 108: Statutory Receivables 

1 -Jul-1 4 

No impact 


2014 2013 

R R 
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Inkwanca Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


l.l Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised Accounting Practice on 
a basis consistent with the prior year except for the following new standards and Interpretations as issued by the Accounting Standard Board: 

GRAP 25 Employee Benefits. 

IGRAP 16 Intangible Assets. 


1.2 New standards and interpretations 

Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the currentfinancial year and that are 
relevant to its operations 


Standard/ Interpretation: 


GRAP 25: Employee Benefits 


IGRAP 16: Intangible Assets 


Effective date: Expected impact: 

Years beginning on 
or 

after 


The major change is the accountiong 
treatment non-current benefits and 
1 -Jul-1 3 discounting using effectve rate 

The Major change is accounting of 
1 -Jul-1 3 Software and Websites costs 


1.3 Standards and interpretations issued, but not yet effective or relevent 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 


Standard: 

Effective date: 

Expected impact: 



Years beginning on 




after 



GRAP 18: Segment Reporting 

1 -Jul-1 4 

No major impact expected 


GRAP 20: Related parties 

1 -Jul-14 

No major impact expected 


GRAP 105: Transfer of Functions between Entities under Common Control 

1 -Jul-1 4 

No impact 


GRAP 106: Transfer of Functions between Entities not under Common Control 

1 -Jul-1 4 

No impact 


GRAP 107: Mergers 

1 -Jul-14 

No impact 


GRAP 32: Services Concession Arrangements(Grantor) 

1 -Jul-14 

No impact 


GRAP 17: Services Concession Arrangements where Grantor Controls a 




Significant Residual Interest in an Asset 

1 -Jul-1 4 

No impact 


GRAP 108: Statutory Receivables 

1 -Jul-1 4 

No impact 




2014 

2013 



R 

R 

Electricity: Ageing 


2014 

2013 

Current (0 - 30 days) 


594 421 

252 410 

31-60 Days 


75 327 

139 631 

61-90 Days 


93 455 

160 502 

91-120 Days 


1 609 577 

1 218 735 



2 372 778 

1 771 278 

Less: Allowance for debt impairment 


(1 161 902) 

(1 739 327) 

Total 


1 210 876 

31 951 

Refuse Aqeinq 


2014 

2013 

Current (0 - 30 days) 


381 074 

175 423 

31 - 60 Days 


186 016 

164 632 

61-90 Days 


124 258 

160 939 

91-120 Days 


9 831 328 

8 263 873 



10 522 676 

8 764 867 

Less: Allowance for debt impairment 


(10 412 637) 

(8 606 768) 

Total 


110 039 

158 099 

Water: Aqeinq 


2014 

2013 

Current (0 - 30 days) 


334 725 

282 313 

31 - 60 Days 


103 195 

239 767 

61-90 Days 


104 635 

212 759 

91-120 Days 


11 197 242 

10 301 238 



1 1 739 797 

1 1 036 077 

Less: Allowance for debt impairment 


(11 475 834) 

(10 837 009) 

Total 


263 963 

199 068 

Seweraqe: Ageing 


2014 

2013 

Current (0 - 30 days) 


642 309 

361 937 

31-60 Days 


316 870 

339 470 

61-90 Days 


200 618 

330 714 

91-120 Days 


16 765 669 

14 182 569 



17 925 465 

15 214 690 

Less: Allowance for debt impairment 


(17 441 769) 

(14 940 249) 

Total 


483 696 

274 441 
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Inkwanca Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


l.l Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised Accounting Practice on 
a basis consistent with the prior year except for the following new standards and Interpretations as issued by the Accounting Standard Board: 

GRAP 25 Employee Benefits. 

IGRAP 16 Intangible Assets. 


1.2 New standards and interpretations 

Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the currentfinancial year and that are 
relevant to its operations 


Standard/ Interpretation: 


GRAP 25: Employee Benefits 


IGRAP 16: Intangible Assets 


Effective date: Expected impact: 

Years beginning on 
or 

after 


The major change is the accountiong 
treatment non-current benefits and 
1 -Jul-1 3 discounting using effectve rate 

The Major change is accounting of 
1 -Jul-1 3 Software and Websites costs 


1.3 Standards and interpretations issued, but not yet effective or relevent 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 


Standard: 

Effective date: 

Years beginning on 
or 

after 

Expected impact: 


GRAP 18: Segment Reporting 

1 -Jul-1 4 

No major impact expected 


GRAP 20: Related parties 

1 -Jul-14 

No major impact expected 


GRAP 105: Transfer of Functions between Entities under Common Control 

1 -Jul-1 4 

No impact 


GRAP 106: Transfer of Functions between Entities not under Common Control 

1 -Jul-1 4 

No impact 


GRAP 107: Mergers 

1 -Jul-14 

No impact 


GRAP 32: Services Concession Arrangements(Grantor) 

GRAP 17: Services Concession Arrangements where Grantor Controls a 

1 -Jul-14 

No impact 


Significant Residual Interest in an Asset 

1 -Jul-1 4 

No impact 


GRAP 108: Statutory Receivables 

1 -Jul-1 4 

No impact 

2014 

R 

2013 

R 

Other Debtors: Aqeinq 


2014 

2013 

Current (0 - 30 days) 


10 438 

5 466 

31-60 Days 


6 271 

3 603 

61-90 Days 


4 714 

5 701 

91 - 120 Days 


196 746 

218 169 

233 423 
248 193 

Less: Allowance for debt impairment 


(213 735) 

(243 705) 

Total 


4 433 

4 488 

Reconciliation of the doubtful debt provision 


2014 

2013 

Balance at beginning of the year 


36 367 058 

35 244 581 

Contributions to provision 


4 338 820 

1 122 477 

Balance at end of year 


40 705 877 

36 367 058 


Consumer debtors pledged as security 

No portion of accounts receivable was pledged as security for any financial liabilities. 

Consumer debtors impaired 

As of 30 June 2014, consumer debtors of R 52,719,956 (2013: R 45,4365) were impaired and provided for. 
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Inkwanca Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


l.l Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised Accounting Practice on 
a basis consistent with the prior year except for the following new standards and Interpretations as issued by the Accounting Standard Board: 

GRAP 25 Employee Benefits. 

IGRAP 16 Intangible Assets. 


1.2 New standards and interpretations 

Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the currentfinancial year and that are 
relevant to its operations 


Standard/ Interpretation: 


Effective date: Expected impact: 

Years beginning on 
or 

after 




The major change is the accountiong 
treatment non-current benefits and 

GRAP 25: Employee Benefits 

1 -Jul-1 3 

discounting using effectve rate 



The Major change is accounting of 

IGRAP 16: Intangible Assets 

1 -Jul-1 3 

Software and Websites costs 


1.3 Standards and interpretations issued, but not yet effective or relevent 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 


Standard: 

Effective date: 

Expected impact: 



Years beginning on 




after 



GRAP 18: Segment Reporting 

1 -Jul-1 4 

No major impact expected 


GRAP 20: Related parties 

1 -Jul-14 

No major impact expected 


GRAP 105: Transfer of Functions between Entities under Common Control 

1 -Jul-1 4 

No impact 


GRAP 106: Transfer of Functions between Entities not under Common Control 

1 -Jul-1 4 

No impact 


GRAP 107: Mergers 

1 -Jul-14 

No impact 


GRAP 32: Services Concession Arrangements(Grantor) 

1 -Jul-14 

No impact 


GRAP 17: Services Concession Arrangements where Grantor Controls a 




Significant Residual Interest in an Asset 

1 -Jul-1 4 

No impact 


GRAP 108: Statutory Receivables 

1 -Jul-1 4 

No impact 




2014 

2013 



R 

R 



Provision for 


! TRADE RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Gross Balances 

Doubtful Debts 

Net Balance 

Trade receivables 

R 

R 

R 

as at 30 June 2014 




Service debtors 




Rates 

13 423 888 

(12 014 078) 

1 409 810 

as at 30 June 2013 




Service debtors 




Rates 

11 434 205 

(9 069 481) 

2 364 724 

Rates: Ageing 


2014 

2013 

Current (0 - 30 days) 


686 621 

379 856 

31-60 Days 


329 820 

335 648 

61-90 Days 


241 521 

318 451 

91-120 Days 


12 165 926 

10 400 251 



13 423 888 

11 434 206 

Less: Allowance for debt impairment 


(12 014 078) 

(9 069 481) 

Total 


1 409 810 

2 364 725 

Summary of debtors by customer classification 


2014 

2013 

Business 




Current (0 - 30 days) 



144 138 

31-60 Days 



103 474 

61-90 Days 



105 853 

91-120 Days 



1 986 211 




2 339 676 


Government 

Current (0 - 30 days) 138 614 

31 -60 Days 109 066 

61 - 90 Days 91 050 

91 -120 Days 1 363 534 

1 702 263 

Resendital 

Current (0 - 30 days) 1 165 944 

31 - 60 Days 1 002 227 

61-90 Days 984 688 

91 -120 Days 42 402 555 

45 555 413 

Indigents 

Current (0 - 30 days) 9 009 

31 - 60 Days 7 986 

61 - 90 Days 7 975 

91 -120 Days 911727 

936 697 
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Inkwanca Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


l.l Changes in accounting policy 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised Accounting Practice on 
a basis consistent with the prior year except for the following new standards and Interpretations as issued by the Accounting Standard Board: 

GRAP 25 Employee Benefits. 

IGRAP 16 Intangible Assets. 


1.2 New standards and interpretations 

Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the currentfinancial year and that are 
relevant to its operations 


Standard/ Interpretation: 

Effective date: 

Years beginning on 
or 

after 

Expected impact: 

The major change is the accountiong 
treatment non-current benefits and 

GRAP 25: Employee Benefits 

1 -Jul-1 3 

discounting using effectve rate 

The Major change is accounting of 

IGRAP 16: Intangible Assets 

1 -Jul-1 3 

Software and Websites costs 

1.3 Standards and interpretations issued, but not yet effective or relevent 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 

Standard: 

Effective date: 

Years beginning on 
or 

after 

Expected impact: 

GRAP 18: Segment Reporting 

1 -Jul-1 4 

No major impact expected 

GRAP 20: Related parties 

1 -Jul-1 4 

No major impact expected 

GRAP 105: Transfer of Functions between Entities under Common Control 

1 -Jul-1 4 

No impact 

GRAP 106: Transfer of Functions between Entities not under Common Control 

1 -Jul-1 4 

No impact 

GRAP 107: Mergers 

1 -Jul-14 

No impact 

GRAP 32: Services Concession Arrangements(Grantor) 

GRAP 17: Services Concession Arrangements where Grantor Controls a 

1 -Jul-14 

No impact 

Significant Residual Interest in an Asset 

1 -Jul-1 4 

No impact 

GRAP 108: Statutory Receivables 

1 -Jul-1 4 

No impact 



2014 

2013 

Total Summary of Debtors by customer classification 

R 

R 

Current (0 - 30 days) 


1 457 704 

31 - 60 Days 


1 222 752 

61 - 90 Days 


1 189 566 

91-120 Days 


44 599 290 


0 

48 469 313 

Less: Allowance for debt impairment 

(52 719 956) 

(45 436 539) 


-52 719 956 

3 032 773 

3 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

2014 

2013 

Other debtors 

8 808 

107 999 

Less: Provision for doubtful debts 


99 191 

Total Other Debtors 

8 808 

8 808 


Trade and other receivables pledged as security 

No portion of accounts receivable was pledged as security for any financial liabilities. 
No security is held for any accounts receivable. 



2014 

2013 

4 INVENTORIES 



Inventories: 

15 165 

165 777 

Consumable stores - at cost 


147 126 

Water 

15 165 

18 652 


Inventory pledged as security 

No inventory was pledged as security. 


5 VAT RECEIVABLE 

2014 

2013 

VAT receivable 

1 448 259 

613 184 


VAT is payable on the receipts basis. VAT is paid over to SARS only once payment is received from debtors. 
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Inkwanca Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 


6 PROPERTY, PLANT AND EQUIPMENT 


6.1 Reconciliation of Carrying Value 

as at 1 July 2013 

Land 

Buildings 

Infrastructure 

Other Assets 

Finance lease 

assets 

Total 

R 

R 

R 

R 

R 

R 

30 161 500 

13 196 654 

116 378 090 

3 381 765 

79 870 

163 197 879 

Cost/Revaluation 

30 161 500 

14 261 594 

153 721 130 

5 036 265 

136 919 

203 317 408 

Accumulated depreciation and impairment losses 

- 

1 064 940 

37 343 040 

1 654 500 

57 049 

40 119 529 

Acquisitions 






. 

Capital under Construction 






- 

Depreciation 






" 

Carrying value of disposals 

- 

- 

- 

- 

- 

- 

Cost/Revaluation 

- 

- 

- 



- 

Accumulated depreciation and impairment losses 

- 

- 

- 




Impairment loss/Reversal of impairment loss 

. 

. 

. 

. 

. 

. 

Transfers 

- 

- 

- 

- 

- 

- 

Other movements 

- 

- 


- 

- 

- 

as at 30 June 2014 

30 161 500 

13 196 654 

116 378 090 

3 381 765 

79 870 

163 197 879 

Cost/Revaluation 

30 161 500 

14 261 594 

153 721 130 

5 036 265 

136 919 

203 317 408 

Accumulated depreciation and impairment losses 

- 

1 064 940 

37 343 040 

1 654 500 

57 049 

40 119 529 


Refer to Appendix B for more detail on property, plant and equipment 
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Inkwanca Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


6.2 Reconciliation of Carrying Value 

Land 

Buildings 

Infrastructure 

Other Assets 

Finance lease 

assets 

Total 


R 

R 

R 

R 

R 

R 

as at 1 July 2012 

30 161 500 

13 548 625 

113 672 845 

2 874 863 

110 272 

160 368 105 

Cost/Revaluation 

30 161 500 

14 261 594 

141 774 071 

4 471 793 

366 555 

191 035 513 

Accumulated depreciation and impairment losses 

- 

712 969 

28 101 226 

1 596 930 

256 283 

30 667 408 

Acquisitions 

Capital under Construction 

Depreciation 


351 971 

6 594 441 

5 351 241 

9 241 814 

860 524 

353 622 

30 402 

7 454 965 

5 351 241 

9 977 809 

Carrying value of disposals 

- 

- 

- 

- 

- 

. 

Cost/Revaluation 

- 

- 

- 

296 052 

229 636 

525 688 

Accumulated depreciation and impairment losses 

- 

- 

- 

296 052 

229 636 

525 688 

Impairment loss/Reversal of impairment loss 

. 

. 

. 

. 

. 

. 

Transfers 

- 

- 

- 

- 

- 

- 

Other movements 

- 

- 

1 377 

- 

- 

1 377 

as at 30 June 2013 

30 161 500 

13 196 654 

116 378 090 

3 381 765 

79 870 

163 197 879 

Cost/Revaluation 

30 161 500 

14 261 594 

153 721 130 

5 036 265 

136 919 

203 317 408 

Accumulated depreciation and impairment losses 

- 

1 064 940 

37 343 040 

1 654 500 

57 049 

40 119 529 


Refer to Appendix B for more detail on property, plant and equipment 
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Inkwanca Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2014 


7 INVESTMENT PROPERTY CARRIED AT COST 


7.1 Reconciliation of carrying value 

Investment 

property 

Total 

as at 1 July 2013 

293 196 

629 000 

Cost 

314 500 

314 500 

Accumulated depreciation and impairment losses 

(21 304) 

(21 304) 

Acquisitions 

. 

. 

Depreciation 

(7 105) 

(7 105) 

Carrying value of disposals 

286 091 

286 091 

Cost 

314 500 

314 500 

Accumulated depreciation 

(28 409) 

(28 409) 

Impairment loss/Reversal of impairment loss 

. 

. 

Transfers 

- 

- 

Other movements 


- 

as at 30 June 2013 

335 804 

335 804 

Cost 

314 500 

314 500 

Accumulated depreciation and impairment losses 

(21 304) 

(21 304) 

7.2 Reconciliation of carrying value 

Investment 

property 

Total 

as at 1 July 2013 

293 196 

293 196 

Cost 

314 500 

314 500 

Accumulated depreciation and impairment losses 

(21 304) 

(21 304) 


7.3 No Investment properties were pledged as security. 


Operational expenditure regarding investment property earning rentals and those 
that are not earning rentals are not available. 

At reporting date there are no cumulative fair value changes in the surplus and deficit for investment properties. 

There are no restrictions on investment properties. 

There are no contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or 
enhancements. 

The values were determined by PJ Lindstrom the valuer who is a Registered Professional Valuer with the South African 
Council for the Property Valuers Profession, Registration No. 935. 

Rental income from investment properties in respect of monthly and annual leases amounted to R 12,121 (2013: R 85.533) 
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Inkwanca Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2014 



2014 

Restated 

2013 


R 

R 

8 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade creditors 

17 937 110 

12 567 972 

Bonus 

429 217 

1 936 034 

Staff leave accrual 

1 591 210 

1 146 052 

Transfer of credit balances from Trade and other receivables from exchange transactions 

1 228 112 

1 407 945 

Other creditors 


885 467 

Total creditors 

21 185 648 

17 943 470 

The fair value of trade and other payables approximates their carrying amounts. 

None of the trade payables are secured. 

Bonus 

This provision is in respect of short term liability relating to pro-rata and long service bonuses payable to employees. 


Provision for leave 

This provision is in respect of short term liability relating to leave payable to employees. 

9 CONSUMER DEPOSITS 

2014 

2013 

Other 

208 907 

192 216 

Total consumer deposits 

208 907 

192 216 

10 PROVISIONS 

2014 

2013 

Landfill Sites 

436 992 

462 426 

Total Provisions 

436 992 

462 426 


Provision for landfill sites 


With regards to the Provision for Landfill sites: It is stated in the Department of Water Affairs and Forestry "Minimum 
Requirements for Waste Disposal by Landfill", Second Edition 1998, Chapter 2.3.4, that "All landfills except those closed prior 
to August 1990 when the permitting system came into effect, must be permitted before they can be considered closed. Closure 
will involve, inter alia, the application of final cover, topsoiling, vegetating, drainage maintenance and leachate management." 
Rehabilitation costs in respect of geohydrological monitoring is anticipated to be a recurring cost for the next 29 years. The 
future value of the Rehabilitation of landfill sites obligation was calculated by inflating the non current rehabilitation cost to an 
estimated future cost which was then discounted to present value. 

Assumptions used: 

Interest rate used is borrowing rate at 10% . 

The valuation for the landfill site provision was done by Mr A Mxenge, an enviromental specialist seconded by the department 
of Local Government and Traditional Affairs Bhisho. 


The movement in current provisions are reconciled as follows: - 


Provision for 
Landfill Sites 


as at 1 July 2013 

Contributions to provision / (expenditure) 

as at 30 June 2014 


462 426 
(25 434) 
436 992 


as at 1 July 2012 461 049 

Contributions to provision / (expenditure) 1 377 

as at 30 June 2013 462 426 


11 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

11.1 Unspent Conditional Grants from other spheres of Government 2014 2013 


Land Development Fund 

. 

. 

MIG 



MSIG/MSP 

500 000 


INEP 

121 725 


Update Valuation Role 

- 

- 


Total Unspent Conditional Grants and Receipts 


621 725 


Current portion of unspent conditional grants and receipts 


621 725 
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12 FINANCE LEASE LIABILITY 

2014 

Minimum lease 

2014 

R 

Future finance 

Restated 

2013 

R 

Present value 

of minimum 


payment 

charges 

lease payments 

Amounts payable under finance leases 

R 

R 

R 

Within one year 

463 932 


463 932 

Within two to five years 

463 932 


463 932 

Less: Amount due for settlement within 12 months (current portion) 

2013 

Minimum lease 

Future finance 

185 503 

278 429 

Present value 
of minimum 


payment 

charges 

lease payments 

Amounts payable under finance leases 

R 

R 

R 

Within one year 

179 877 


179 877 

Within two to five years 

179 877 


179 877 

Less: Amount due for settlement within 12 months (current portion) 

Office Equipment: 

The average lease term is for a 36 to 60 months period and the average effective rate is 0%. 

General 

There are no contigent rentals during the period, 
are no subslease in existance during the period. 

been any breaches or defaults of the terms and conditions during the period, 
and conditions were renegotiated during the period. 

14 PROPERTY RATES 

There 
There have not 
None of the terms 

2014 

83 218 

96 659 

2013 

Actual 

Residential and other property's 


5 357 901 

4 881 197 

Rates Billed for the year 


1 1 477 049 

10 916 220 

Revenue forgone 


(6 119 148) 

(6 035 023) 

Total property rates 


5 357 901 

4 881 197 

Property rates - penalties imposed and collection charges 


- 

- 

Total 


5 357 901 

4 881 197 

15 SERVICE CHARGES 


2014 

2013 

Sale of electricity 


6 301 073 

5 679 653 

Sale of water 


87 387 

3 623 335 

Refuse removal 


2 822 436 

1 361 507 

Sewerage and sanitation charges 


4 443 535 

3 033 716 

Interest earn- outstanding receivables 

Total Service Charges 


13 654 432 

13 698 211 

16 RENTAL OF FACILITIES AND EQUIPMENT 


2014 

2013 

Rental of facilities 


171 903 

121 217 

Total rentals 


171 903 

121 217 


17 INTEREST EARNED - EXTERNAL INVESTMENTS 

2014 

2013 

Bank 

178 

46 271 

Total interest 

178 

46 271 

18 INTEREST EARNED - OUTSTANDING RECEIVABLES 

2014 

2013 

Consumers 

1 733 048 

2 343 665 

Total interest 

1 733 048 

2 343 665 
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Restated 

2014 

2013 

R 

R 


19 GOVERNMENT GRANTS AND SUBSIDIES 

2014 

2013 

Equitable share 

19 355 000 

17 833 000 

MIG Grant 

9 485 000 

12 445 231 

MSIG 

890 000 

800 000 

Spot and Recreation 

534 000 


Finance Management Grant 

1 650 000 

1 500 000 

Subsidy - Chris Hani District Municipality 

6 617 267 

6 047 152 

Other Government Grants and Subsidies 

1 000 000 

1 493 944 

Total Government Grant and Subsidies 

39 531 267 

40 119 327 


19.1 Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. All 
registered indigents receive a monthly subsidy. 


20 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 

2014 


2013 


20.1 Other income 

2 087 

017 

3 398 

213 

Total Other Income 

2 087 

017 

3 398 

213 

21 EMPLOYEE RELATED COSTS 

2014 


2013 


Employee related costs - Salaries and Wages 

12 660 

163 

13 044 

044 

Employee related costs - Contributions for UIF, pensions and medical aids 

3 014 

537 

2 981 

803 

Travel, motor car, accommodation, subsistence and other allowances 

679 

583 

703 

694 

Overtime payments 

30 

007 

50 

610 

Performance and other bonuses 

1 474 

723 

1 028 

673 

Other employee related costs 

402 

543 

1 199 

682 

Total Employee Related Costs 

18 261 

556 

19 008 

504 


There were no advances to employees / Loans to employees are set out in note 2 . 


Remuneration of the Municipal Manager 

2014 

2013 

Annual Remuneration 

497 596 

485 717 

Performance- and other bonuses 

41 062 


Travel, motor car, accommodation, subsistence and other allowances 

207 574 

198 204 

Contributions to UIF, Medical and Pension Funds 


1 713 

Total 

746 232 

685 633 

Remuneration of the Chief Finance Officer 

2014 

2013 

Annual Remuneration 

395 400 

342 505 

Acting Allowance 


67 570 

Performance- and other bonuses 

33 555 


Travel, motor car, accommodation, subsistence and other allowances 

50 824 

45 402 

Contributions to UIF, Medical and Pension Funds 

50 105 

90 607 

Total 

529 884 

546 084 


Remuneration of Individual Senior Managers 

2014 

Annual Remuneration 
Acting Allowance 
Performance- and other bonuses 

Travel, motor car, accommodation, subsistence and other allowances 
Contributions to UIF, Medical and Pension Funds 

Total 


Community 

Technical Services Corporate Services Services 


R 

R 

R 

272 165 

379 051 

403 236 

186 243 



22 884 

32 386 

33 838 

51 896 

151 067 

151 068 


13 785 


533 187 

576 288 

588 142 
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2013 

Annual Remuneration 
Acting Allowance 
Performance- and other bonuses 

Travel, motor car, accommodation, subsistence and other allowances 
Contributions to UIF, Medical and Pension Funds 

Total 



Restated 

2014 

2013 

R 

R 


Technical Services Corporate Services 

Community 

Services 

R 

R 

R 

273 837 

415 405 

422 227 

180 871 



50 046 

145 100 

141 817 

54 599 

5 176 

1 713 

559 353 

565 681 

565 757 


The post a Technical Manager has been vacant as from 01 May 2012, an 
acting allowance has been paid for the period of vacancy. 


22 REMUNERATION OF COUNCILLORS 

2014 

2013 

Mayor/Speaker 



Councillors’ pension and medical aid contributions 

92 180 

97 298 

Councillors' allowances 

566 971 

551 773 


659 151 

649 071 

Other Part-time Councillors 



Councillors’ pension and medical aid contributions 

168 407 

148 242 

Councillors' allowances 

1 179 975 

1 075 134 

Total Part-time Councillors 

1 348 382 

1 223 376 

Total Councillors’ Remuneration 

2 007 533 

1 872 447 

23 DEPRECIATION AND AMORTISATION EXPENSE 

2014 

2013 

Property, plant and equipment 

9 973 212 

9 977 809 

Total Depreciation and Amortisation 

9 973 212 

9 977 809 

24 FINANCE COSTS 

2014 

2013 

Bank overdrafts 

216 542 

245 283 

Total Finance Costs 

216 542 

245 283 

25 BULK PURCHASES 

2014 

2013 

Electricity 

5 745 766 

4 403 299 

Total Bulk Purchases 

5 745 766 

4 403 299 

26 CONTRACTED SERVICES 

2014 

2013 

Contracted services for: 



Security Services 

34 183 

51 171 

27 GRANTS AND SUBSIDIES EXPENSED 

Note 2014 

2013 

Grant expenses - Municipal Systems Implementation Grant 

890 000 

800 000 

Grant expenses - Financial Management Grant 

1 584 475 

1 500 000 

Grant expenses - Municipal Infrastructure Grant 

474 240 

499 550 

Grant expenses - Expanded Public Programme 

989 665 

998 146 

Expenditure charged against conditional grants 


380 544 


28 3 938 380 

4 178 240 
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Restated 



2014 

2013 



R 

R 

28 GENERAL EXPENSES 

Note 

2014 

2013 


Included in general expenses are the following:- 


Admin fees 

1 943 190 

55 546 

Advertising 

123 138 

52 868 

Audit fees 

4 581 679 

256 586 

Bank charges 

86 592 

115 840 

Cleaning 

91 813 

640 593 

Conferences and delegations 



Connection charges 



Consulting fees 



Consumables 



Debt collection commission 



Departmental consumption 



Entertainment 



Fuel and oil 

483 373 

463 754 

Grant expenditure 

27 3 938 380 

4 178 240 

Insurance 

210 535 

99 713 

Legal expenses 

1 107 464 

4 739 

Levies paid 



Licence fees 

4 520 


Licence fees - all 


13 380 

Membership fees 


453 535 

Other rentals 

149 905 

153 198 

Postage 

9 987 

8810 

Printing and stationery 

271 628 

388 908 

Rental of computer equipment 



Rental of office equipment 


160 397 

Sewerage treatment costs 

2 635 679 


Skills development levies 

168 167 


Subscription & publication 


196 581 

Telephone cost 

385 555 

316 964 

Training 

385 955 

261 017 

Travel and subsistence 

89 856 

209 428 

Uniforms & overalls 

28 390 

193 755 

Other 

8 371 820 

2 548 462 



25 067 626 

10 772 314 

29 CASH GENERATED BY OPERATIONS 

2014 

2013 

Surplus/(deficit) for the year 

(8 146 596) 

7 405 229 

Adjustment for:- 



Adjustment prior years 

38 

(1 764 737) 

Depreciation and amortisation 

9 973 212 

9 977 809 

Reversal of Grants 

147 513 


Contribution to provisions - current 


1 377 

Non Cash property property , plant and equipment 


(1 377) 

Operating surplus before working capital changes: 

1 974 129 

15 618 301 

(lncrease)/decrease in inventories 

150 613 

565 895 

(lncrease)/decrease in trade receivables 

659 719 

584 927 

(lncrease)/decrease in other receivables 

- 

103 789 

(lncrease)/decrease in non Exchange receivables 

954 914 


(lncrease)/decrease in VAT receivable 

(835 076) 

2 695 035 

lncrease/(decrease) in conditional grants and receipts 

621 725 

(5 656 289) 

lncrease/(decrease) in trade payables 

3 242 178 

(886 639) 

lncrease/(decrease) in consumer deposits 

16 692 

30 363 


Cash generated by/(utilised in) operations 

6 784 895 

13 055 382 

30 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the following: 

2014 

2013 

Bank balances and cash 

147 199 

226 775 

Net cash and cash equivalents (net of bank overdrafts) 

147 199 

226 775 
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Restated 



2014 

2013 



R 

R 

31 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 




DISALLOWED 




31.1 Unauthorised expenditure 




Reconciliation of unauthorised expenditure 



Unauthorised 

Vote 

Actual 

Adjusted Budget 

Expenditure 

Vote 1 - Executive and Council 

4 797 720 

5 856 765 

(1 059 045) 

Vote 3 - Budget and Treasury Office 

13 237 668 

9 282 075 

3 955 593 

Vote 4 - Technical Office 

18 820 028 

16 925 624 

1 894 404 

Vote 4 - Water and Sanitation 

11 277 491 

12 224 514 

(947 023) 

Vote 6 - Community Services 

14 888 595 

14 226 184 

662 41 1 

Vote 7 - Corporate Services 

7 693 554 

5 914 832 

1 778 722 

Unauthorised expenditure awaiting authorisation 

70 715 056 

64 429 994 

6 285 062 


31.2 Fruitless and wasteful expenditure 





Reconciliation of fruitless and wasteful expenditure 


2014 


2013 

Opening balance - 


- 


- 

Fruitless and wasteful expenditure current year 


216 542 


245 247 

Condoned or written off by Council 

To be recovered - contingent asset 


(216 542) 


(245 247) 

Fruitless and wasteful expenditure awaiting condonement 


(0) 


- 

The following is a list of Fruitless and wasteful expenditure incurred during the year: 




Interest on trade payables - Office of the Auditor General 


159 894 


238 305 

Interest on trade payables - Eskom 


52 601 


6 942 

Other creditors 


4 047 





216 542 


245 247 

Incident Disciplinary steps/criminal proceedings 




Interest charged on over due accounts. 

None 




31.3 Irregular expenditure 





Reconciliation of irregular expenditure 


2014 


2013 

Opening balance 


243 866 



Irregular expenditure current year 


1 677 792 


1 678 905 

Condoned or written off by Council 

Transfer to receivables for recovery - not condoned 


(1 921 658) 


(1 435 039) 

Irregular expenditure awaiting condonement 


- 


243 866 






Incident Disciplinary steps/criminal proceedings 

2014 


2013 

Tendering process irregularities. 

None 

R 1 677 792 

R 

1 435 039 

Payments on Terminations 

Under Investigation 


R 

243 865 



R 1 677 792 

R 

1 678 905 


32 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 

MANAGEMENT ACT 

32.1 Contributions to organised local government 

2014 

2013 

Opening balance 

882 138 

860 276 

Council subscriptions 

500 000 

452 000 

Amount paid - current 


(430 138) 

Amount paid - previous years 

- 

- 

Balance unpaid (included in payables) 

1 382 138 

882 138 

32.2 Audit fees 

2014 

2013 

Opening balance 

4 854 755 

4 164 879 

Current year audit fee 

2 525 681 

3 039 062 

Amount paid - current year 

(2 399 664) 

(2 349 185) 

Balance unpaid (included in payables) 

4 980 772 

4 854 755 


The balance unpaid represents the audit fee for the audit conducted during 2012/213 and 2013/2014 is payable in full. 
The Municipality has reqested an assistance from the National Treasury for the excess amount . 
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Restated 


2014 

2013 


R 

R 

32.3 VAT 



VAT input receivables and VAT output payables are shown in note 5. All VAT returns up 

to June 2014 have been submitted. The remaining VAT 

returns are still outstanding. 



32.4 PAYE and UIF 

2014 

2013 

Opening balance 

3 594 200 

3 966 869 

Current year payroll deductions 

2 021 325 

1 883 004 

Amount paid - current year 

(4 176 032) 

(2 255 673) 

Balance unpaid (included in payables) 

1 439 493 

3 594 200 


32.5 Pension and Medical Aid Deductions & Other Deductions 


2014 

2013 

Opening balance 


898 516 

318 734 

Current year payroll deductions and Council Contributions 


5 040 844 

4 607 599 

Amount paid - current year 


(4 531 753) 

(4 027 816) 

Balance unpaid (included in payables) 


1 407 607 

898 516 

The balance represents pension and medical aid contributions deducted from employees in the June 2014 payroll as well as 
Council's contributions to pension and medical aid funds. These amounts were paid during July 2014. 

Highest Amount 
Outstanding 

32.6 Councillor’s arrear consumer accounts R 

Ageing Days 

The following Councillors had arrear consumer accounts outstanding for more than Total 


Outstanding less 

Outstanding more 

90 days as at: - 


than 90 days 

than 90 days 

R 

as at 30 June 2014 


R 

R 

MN Qamngwana 

739 

739 


M Botha 

2 064 

2 064 


NN Cwebi 

156 

156 


SH Yaliwe 

154 

154 


CH Guda 

60 

60 


XG Mkhubukeli 

178 

178 


Total Councillor Arrear Consumer Accounts 

3 352 

3 352 



During the year the following Councillors had arrear accounts outstanding for more 
than 90 days. 


32.7 Non-Compliance with Chapter 11 of the Municipal Finance Management Act 

The municipality has not paid their suppliers in terms of the MFMA. This due to the lack of funds. 
The municipality did not comply with Section 1 1 (4) of the MFMA. 

32.8 CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure 


PROJECT 

2014 

2013 

Approved and contracted for: 



Resurfacing of Nomonde Access Road 

4 253 527 

2 906 282 

OTHER 

500 500 


Total 

4 754 027 

2 906 282 
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2014 

Restated 

2013 


R 

R 

This expenditure will be financed from: 

- Government Grants 

4 754 027 

2 906 282 


4 754 027 

2 906 282 

32.9 Operating leases 

Operating leases - as lessor 

2014 

2013 

Minimum lease payments due 

Within one year 

12 121 

85 533 

In second to fifth year inclusive 

- 

- 

After five years 

- 

- 

Total 

12 121 

85 533 


Operating Leases consists of the following: 

The Municipality's investment property is primarily held to generate rental income. 
Lease agreements are renewed and are renewable on an annual basis. 


33 Defined contribution plan 

The following is a defined contribution plan These contributions have been expensed. 

On retirement of an employee Council has post retirement obligation to contribute 70% to the medical cost of the employee. 



2014 

2013 

Number of members 

Annual Cost 

4 

4 

34 CONTINGENCIES 

48527 

104 216 


34.1 Contingent assets 
None 

34.2 Contingent liability 

None 

35 IN-KIND DONATIONS AND ASSISTANCE 

The Municipality received the following in-kind donations and assistance 

Description 

Intervention team from the Department of Local Government and Traditional Affairs. (Operation clean audit) 


36 RELATED PARTIES 


Related party Transactions 

Details Business interest Transactions amount 

Management 


Municipal Mnager- SG Sigojo 

N/A 


N/A 

Chief Finance Officer- L Labuschagne 

N/A 


N/A 

Corporate Services- S Dyantyi 

N/A 


N/A 

Community Services-M Dingane 

N/A 


N/A 

Technical Sevices-P Packer 




The councillors have disclosures of business interests in the Declaration of Interest Register: 



Councillors 




Details 

Designation 

Business interest 

Transactions amount 

M N Qamngwana 

Mayor / Speaker 

N/A 

N/A 

K J Jonga 

Councillors 

Public Transport 


N Yaliwe 

Councillors 

N/A 

N/A 

N N Cwebi 

Councillors 

N/A 

N/A 

G X Mkhubukeli-Lufele 

Councillors 

N/A 

N/A 

C H Guba 

Councillors 

N/A 

N/A 

C M Botha 

Councillors 

Handy House 

7 571 


36.1 Loans granted to Related Parties 

In terms of the MFMA, the municipality may not grant loans to its Councillors, Management, Staff and Public with effect from 1 July 2004. 

36.2 Compensation of Related Parties 

Compensation of Key Management Personnel and Councillors is set out in Notes 21 and 22 respectively, to the Annual Financial Statements. 
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2014 

Restated 

2013 


R 

R 

37 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 

The following areas involve a significant degree of estimation uncertainty: 


Nature 

Carrvinq amount 

Useful lives and residual values of property, plant, and equipment 

Provision for rehabilitation of landfill sites (discount rate used, number of years, 

Fair rate of return is used when calculating 


amount of cash flows) 

the provision. 

436 992 

Provision for doubtful debts 

The provision is subject to estimates used 

52 719 956 


Impairment of assets 
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Restated 

2014 

2013 

R 

R 


The following areas involved judgements, apart from those involving estimations 
disclosed above, that management has made in the process of applying the 
municipality's accounting policies and that have the most significant effect on the 
amounts recognised in the financial statements: 

Impairment of assets 

Provision for rehabilitation of landfill sites (discount rate used, number of years, Provisions bases on assessments done by 

amount of cash flows) professional consultants see above 

38 PRIOR YEAR ERRORS 

During the year the following adjustments were made to transactions whereby 
amounts were erroneously stated in the previous financial period 

The correction of the error results in adjustments as follows: 

Statement of Financial Position 

|Trade and other receivables from exchange transactions-(over billing water debtors) 

Uspent Conditional grants that should have been surrendered 
Cash & Cash Equivalent being bank interest not debited 
Trade debtors - with credit balalces 
Consumers- Deposits 

Trade payables-being creditors not raised prior year 
Trade payables- being orders duplicated 
Borrowings-being CHDM-Loan written off 
Trade debtors -being age analysis error 
Uspent Conditional grants that should have been surrendered 


Accumulated Surplus 


Change in accounting policy measurement of Assets 

Property Plant and Equipment prior year error - 0 


2 064 737 
-300 000 


1 764 737 


Accumulated Surplus 


0 


39 RISK MANAGEMENT 

39.1 Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash with major banks with high 
quality credit standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to customers on an on going basis. 

Financial assets exposed to credit risk at year end were as follows: 2014 2013 

Standard Bank 

Trade and other receivables 3 482 877 3 032 772 

These balances represent the maximum exposure to credit risk. 

The municipality is exposed to a guarantee for the overdraft facilities. 

39.2 Liquidity risk 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages liquidity risk through an on- 
going review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are 
monitored. 

40 COMPARISON WITH THE BUDGET 

The comparison of the Municipality’s actual financial performance with that budgeted is set out in Note 42 and 43 


41 GOING CONCERN ASSUMPTION 

The Municipality is heavily dependent on Government Grants and Subsidies this is because of the small revenue base of the Municipality which is 
unlikey to expand overtime 

The liquidity ratio shows that the Municpality is faced with challenges meeting its obligations. 

Conclusion 

Although the Mucipality is faced with this challenges , the Inkwnca Municipality will continue with it operations 

as a going concern in the foreseable future as long the grants are still received from the upper sphere of government. 
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EXTERNAL LOANS 

Loan 

number 

Redeemable 

Date 

Balance at 30 

June 2013 

Received 
during the 
period 

Redeemed / 

written off 
during the 
period 

Balance at 30 

June 2014 




R 

R 

R 

R 

Kyocera 1 (Printing Equipment) 



96 640 


(50 421) 

46 219 

MP2000(Printing Equipment) 



23 807 


(12421) 

11 386 

Scannerl (Telephone ManagmentSystem) 



24 465 


(8 388) 

16 077 

Scanner2 (Telephone ManagmentSystem) 



34 965 


(11 988) 

22 977 

Kyocera 2 (Printing Equipment) 




156 284 

(39 071) 

117 213 

Telkom 1 (Telephone Management System) 




132 203 

(19 831) 

112 373 

Telkom 2(Telephone Management System) 




144 934 

(7 247) 

137 687 

TOTAL EXTERNAL LOANS 



179 877 

433 421 

(149 366) 

463 932 


Carrying Value 
of Property, 
Plant & 
Equipment 


Other Costs in 
accordance 
with MFMA 
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